
STOP 



Early Journal Content on JSTOR, Free to Anyone in the World 

This article is one of nearly 500,000 scholarly works digitized and made freely available to everyone in 
the world by JSTOR. 

Known as the Early Journal Content, this set of works include research articles, news, letters, and other 
writings published in more than 200 of the oldest leading academic journals. The works date from the 
mid-seventeenth to the early twentieth centuries. 

We encourage people to read and share the Early Journal Content openly and to tell others that this 
resource exists. People may post this content online or redistribute in any way for non-commercial 
purposes. 

Read more about Early Journal Content at http://about.jstor.org/participate-jstor/individuals/early- 
journal-content . 



JSTOR is a digital library of academic journals, books, and primary source objects. JSTOR helps people 
discover, use, and build upon a wide range of content through a powerful research and teaching 
platform, and preserves this content for future generations. JSTOR is part of ITHAKA, a not-for-profit 
organization that also includes Ithaka S+R and Portico. For more information about JSTOR, please 
contact support@jstor.org. 



CONSTITUTIONAL PROVISION FOR A BUDGET 1 

FREDERICK A. CLEVELAND 
Director, Bureau of Municipal Research 

IN 19 1 2 President Taft, by special message, submitted to 
Congress a definite budget plan for the management of 
national finances. 2 Shortly before the end of his ad- 
ministration he sent a second message, 3 urging that next year's 
plans and next year's finances be taken up as a whole, and in 
a manner to locate and define responsibilty for proposals in- 
volving the raising and spending of public money. This sug- 
gestion was presented to Congress as an alternative to having 
financial measures split up and virtually decided by one or an- 
other of some twenty unrelated congressional committees, and 
forcing the administration later to patch together enactments 
like a crazy-quilt after official requests had been dragged 
over the crooked and thorny paths of legislative compromise. 
These two efforts to obtain the cooperation of Congress in es- 
tablishing a budget procedure stand out in four years of Presi- 
dent Taft's official life as efforts which received universal ap- 
proval ; even in the face of a bitterly partisan and personal 
campaign, editorial opinion of all political faiths joined in 
support of his proposal. Public opinion has reacted in the 
same way when state and municipal budgets have been pro- 
posed. The idea of having some way of presenting a financial 
plan in a form which can be understood appeals to everyone. 
Notwithstanding this fact, we are a budgetless people. In the 
constitutional sense the federal government has no budget; 
state governments are without budgets ; most of our municipali- 
ties are without budgets. 

1 Read at the meeting of the Academy of Political Science, November 19, 
1914. 

2 The Need lor a National Budget, House doc. 854, 62d Cong., 2d sess. 

3 A Budget — Submitted by the President to Congress, Sen. doc. 1 1 13, 63d 
Cong., 1st sess. 
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Confusion of Thought in this Country Concerning a Budget 
This is not because we have not been keenly alive to a need 
for the orderly consideration of public business; but because 
public men have not had clearly before them what a budget is 
and its relation to constitutional government. In the United 
States, the estimates and requests for appropriations are usu- 
ally called the budget. This very loose use of the term could 
not obtain if we had an effective budget procedure. Imagine 
one attempting to give such a meaning to the term " budget " 
in England, for example, where the departmental estimates of 
expenditures are submitted to Parliament at a different time 
and are considered by a different committee than the budget. 

Here in America, again, the appropriation bill not infre- 
quently is called the budget. Such is the practice in New York 
city. But in governments where budgets are made a part of 
the machinery of public business the appropriation bill could 
not be so mistaken; often the appropriation items are all voted 
before the budget is sent in. The British practice is this: 
Early in each annual session the estimates are submitted to 
the House of Commons, which, upon hearing them, sits as a 
committee of the whole house, known as the committee of sup- 
ply. Each department presents its estimates in a huge quarto 
volume with minute entries of moneys wanted for the follow- 
ing year. Condensed synopses of these quartos are made with 
the object of rendering clear the policy back of the requests 
for money. Any member may ask what pertinent questions he 
pleases of the minister who is presenting the departmental es- 
timates, so that no request need be passed by without full ex- 
planation. After the statement has been completed to the 
satisfaction of the committee, a vote is taken. But the votes 
are only the first steps in Parliament's annual supervision of 
the public finances. In order to consider the means by which 
money is to be raised to meet the expenditures sanctioned by 
the committee on supply, the House resolves itself into a com- 
mittee of the whole, under the name of committee of ways and 
means. It is to this committee that the Chancellor of the Ex- 
chequer submits his budget. 1 

1 Wilson, Congressional Government, pp. 138 et seq. 
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What is a Budget? 
So far we have spoken on what a budget is not. Having in 
mind this confusion of ideas, as well as the purpose of the 
Academy in bringing the subject before the constitutional 
convention, would it not be well, even at the risk of tedium, to 
go over some of the commonplaces descriptive of what a bud- 
get is? England is said to be the mother of budgets. There the 
budget idea was incorporated in its most fundamental consti- 
tutional document — Magna Charta. There a settled budget 
practice long antedated the settled use of the name. The word 
budget was introduced from the French, but the constitutional 
principle to which it applies was English. Thus we find that 
Major General Balfour, in a paper read before the Statistical 
Society of London, in 1866, said: 

I use the word " budget " in the sense attached to it by M. le Mar- 
quis d'Audiffret, ... an author who appears to be a good authority 
on financial questions. . . . Monsieur d'Audiffret says the word 
" budget " or " bouge " or " bougette," according to Pesquier and 
ancient writers, as well as in the old language of Rabelais, is derived 
from the Latin word bulga, become Gallic, which expresses a bag, a 
pocket, a purse. England has applied it to the great leather bag 
which for a long time contained the documents presented to Parlia- 
ment to explain the resources and the wants of the country. This 
new interpretation has also been adopted in our language in imita- 
tation of the forms and expressions of the constitutional idioms of 
Great Britain, and only appeared for the first time in the Acts of 
the French Government, in the decrees of the consuls, in the interval 
between the month of August 1802, and the month of April 1803, 
in which this term budget replaced the former estimate of receipts 
and expenditures. 1 2 

Whatever else a budget is or is not, it must have these essen- 
tials : ( 1 ) It must be a definite plan or proposal for financing 
the present and future needs of the state; and (2) it must be 

1 Journal of Statistical Society, vol. 29, p. 325. 

2 " Budget, a word borrowed from the English, is used in the public admin- 
istration to signify the annual statement of expenses which it is presumed shall 
have to be made, and of funds or sources applicable to those expenses." — Dic- 
iionnaire d'Academie Francaise. 
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submitted to a legislative body by an officer who may be held 
responsible for the wisdom or unwisdom of its proposals, i. e. 
it must serve as an instrument through which both executive 
and legislative responsibilities to the electorate may be located 
and enforced. 

What a Budget Should Contain 

As it is of much importance that there be no question, in 
this discussion, with respect to what is meant by a budget, I 
shall be still more concrete and attempt to state what the bundle 
or bag full of papers referred to should be and contain. 

i. A budget should contain a summary statement, in the 
simplest possible terms, setting forth a proposed plan for 
financing next year's requirements ; 1 and this statement should 
balance prospective resources against estimates and requests 
for expenditures. 2 

2. A budget should be an instrument of accountability — a 
statement prepared by a responsible executive or administra- 
tive officer showing present financial conditions and past re- 
sults. 5 

3. As an instrument of accountability and financial plan- 
ning, a budget should contain (a) statements showing actual 
and estimated revenues and expenditures; 4 (b) statements 

1 It should comprehend the fiscal program. — Lowrie, The Budget, p. 11. 

That the budget should be introduced as a comprehensive document will 
doubtless be conceded. . . . The budget should be clear, simple, easily under- 
stood. . . . About all that the rank and file of the legislative body is called 
upon to consider is the aggregate of expenditures and the apportionment . . . 
to the several lines of public service ; for so far as income is concerned it is 
hardly to be expected that individual members . . . will proceed in their analy- 
sis .. . beyond a study of general principles underlying the project of law. 
It is, of course, necessary that estimates should rest on a careful scrutiny of 
details . . . but this task is either performed by the government or is intrusted 
to a specially appointed committee. — Adams, Finance, p. 142. 

1 A balance of needs and resources of the state. — J. B. Say. 

3 The aim of this report is to give information to the legislative body. . . . 
The budget is a report on the nation's finances, designed primarily to show 
to the legislature the condition of the public treasury and the fiscal means of 
the state. — Adams, Finance, p. 105. 

In this relation it is of interest to know that the French law puts Its budget 
provisions in that part of the code dealing with public accounting. 

* The general condition of a nation's finances must be known before a rational 
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showing actual and estimated financial condition, surplus or 
deficit. 

4. Budget statements showing actual estimated revenues and 
expenditures should provide all the information needed for 
considering and determining executive recommendations, as 
well as legislative action, relative to money-raising policy; 
and executive recommendations, as well as legislative action, 
relative to money-spending policy. 1 

5. The budget information pertaining to estimated expendi- 
tures should be such as to support and explain items in the ap- 
propriation bill, if one is presented with the budget, or, if not, 
to enable the proper authorities to draw such a bill. 

6. Since the amount of money to be voted for payrolls, sup- 
plies, etc., must be governed by work to be done, the budget 
should contain a well-defined " work program " — a statement 
setting forth what it is that the administration proposes to do 
with the supplies requested. 

7. The " work program " set forth in a budget should be in 
two parts — one which shows the necessary or proposed costs 
of rendering public service, and one which shows the proposed 
costs of making public improvements or betterments — i. e., 
current expenses and charges should be clearly distinguished 
from capital outlays. 

8. A budget should be transmitted as a part of a speech or 
message or letter from the responsible officer who prepared the 
plan or program interpreting the significance of the statement 
and estimates to the legislative body which is asked to pass 
on it. 

opinion upon any particular proposal, respecting either income or expenditure, 
can be entertained. ... It is necessary . . . that a budget statement should 
begin by an exhibit on a single page of the aggregate of actual receipts and 
expenditures for the year past; the aggregate of receipts and expenditures, 
actual and estimated, of the year current; and the aggregate of estimated re- 
ceipts and expenditures for the year for which laws are enacted. — Adams, 
Finance, p. 142. 

1 To say that the budget statement should be comprehensive, does not, how- 
ever, answer all the questions that arise respecting its form; for the query still 
remains respecting the classification of revenue and expenditure most condu- 
cive to clearness of discussion and intelligent legislation. — Adams, Finance, 
p. 142. 
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Still greater concreteness may be given to what is meant by 
the summaries and statements described by illustrations. For 
this purpose some of the forms recently submitted to councils 
of the city of Philadelphia are attached as an appendix to 
this paper. 1 

The Constitutional Purpose of a Budget 
So much for the formal aspects of a budget — the program. 
The element of responsibility is still to be considered. Critical 
appraisement of budget forms and procedures can be made 
only after consideration of their constitutional purpose. The 
original and fundamental purpose of a budget was to enforce 
official responsibility. Magna Charta was a protest against ir- 
responsible government; therefore the king was forced to sign 
an agreement that no revenues would be raised, except after 
consent and approval by representatives of the people. This 
fundamental constitutional requirement, this provision for con- 
trol over revenue- raising, laid the foundation for all modifica- 
tions in government structure and practice. This principle of 
constitutional law for curbing official irresponsibility has lain 
back of all budget procedure. Before the king could obtain 
consent to his proposals for money-raising, he must do two 
things : 

1. He must satisfactorily explain what he did with moneys 
previously obtained. 

2. He must satisfactorily explain what he proposes to do 
with future grants. 

The constitutional formulae which have followed are found : 
in the inhibitions laid on spending officers that no money shall 
be expended except pursuant to an act of appropriation ; in the 
constitutional prescription that the executive shall each year 
submit to the legislative branch of the government a full state- 
ment and account of moneys received and disbursed ; in the re- 

1 The summaries shown on pp. 163 et seq. following the main text of this 
paper will serve to illustrate the formal requirements of a budget. The second 
essential, the element of responsibility for the proposals, is missing in the Phila- 
delphia practice. In New York city, provision is made for the element of 
responsibility, but the formal element, the program itself, is missing. 
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quirement that the executive annually shall give information 
by message of the conditions and needs of the state and recom- 
mend such measures as he shall deem expedient. More minute 
working adjustments have taken the form of enactments, the 
purpose of which was to make these constitutional principles 
effective. Control over the purse has been the most powerful 
influence in differentiating and defining legislative and execu- 
tive functions — the ultimate force that has determined the de- 
velopment of our whole modern governmental system. 

How Control over the Purse was Used to Develop Official 
Responsibility Abroad 

In this relation it is of interest to note the contrast between 
the development of constitutional provisions for locating offi- 
cial responsibility in the United States and abroad. Up to the 
time of our independence constitutional government had been 
largely a matter of unwritten law. The American states or- 
ganized around the most advanced ideas of responsible gov- 
ernment which had been developed through centuries of con- 
flict between Crown and Parliament in England and through 
a long colonial experience. The American states became the 
pioneers in expressing these advanced constitutional ideals in 
written form : the separation of powers ; giving to the legis- 
lature control over the purse; making executive officers ac- 
countable. To these we added the principle of regular and 
frequent elections, as a means of insuring that those who were 
selected to exercise political powers would not usurp these 
powers, that they would remain both responsible and respon- 
sive to the popular will. 

But after our independence, what happened ? Abroad a pro- 
cedure was gradually evolved which was adapted to making 
governing officers more responsive to public opinion. Eng- 
land and France, and later Germany, all the nations of Europe, 
Japan, China, all the British colonies, continued to elaborate 
the means for holding officers to their responsibilities. Our 
governmental agencies (national, state, municipal) failed to 
do this and have become more and more irresponsible — in fact, 
the most irresponsible of all governments of our time, except 
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possibly those of Mexico and some of the South American re- 
publics. And this growth in irresponsibility has come about 
largely through a different application of the principle and a 
different procedure for the exercise of power over the purse. 
In Europe a procedure was developed requiring the executive 
to assume responsibility for preparing and submitting a plan, 
and requiring the legislature to assume responsibility for sanc- 
tioning or refusing to sanction executive proposals. Here a 
procedure was developed which did not require the executive 
to assume responsibility for preparing and submitting a plan, 
and which did not make the legislature responsible for acting 
on the executive proposals. England and the principal Euro- 
pean governments adopted the theory of governmental action 
commonly used by private corporations, the underlying as- 
sumption of which is that the chief executive is the only one 
competent to formulate plans and proposals and bring these 
before the board for adoption or rejection. Not only did their 
procedure locate in the executive responsibility for the origina- 
tion of proposals with respect to work policy and financial 
policy, but they also formulated a legislative procedure for 
testing the character and propriety of executive proposals by 
making the " opposition " effective. The committees of Par- 
liament were so organized that they might serve as the agen- 
cies of the "administration;" the floor of Parliament was made 
the opportunity of the " opposition " to inquire critically into 
every line of estimates, every detail of the work plans and 
financial measures of the " administration." This not only 
had the effect of giving to the country the benefits of strict offi- 
cial scrutiny, of getting every issue before the country, but of 
giving to the administration the benefit of knowing what the 
opposition would be before measures were passed. So it was 
that other governments were made more and more responsible 
and responsive to public will. 

Note the effect of this in the development of the constitu- 
tional machinery of Great Britain. Fox, in 1782, was the first 
minister to admit that he was responsible to the House of 
Commons as the electoral college, the representatives of the 
people in their choice of the executive. Prior to that time 
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ministerial responsibility meant only legal responsibility, and 
legal responsibility could be fixed only in the entire cabinet. 
Says Anson in his Law and Custom of the Constitution : "There 
was no instance before 1830 of a ministry retiring because it 
was beaten on a question of legislation." The formal recog- 
nition of executive responsibility to the electorate in England, 
as we understand it, dates from the Reform Act of 1832. Since 
that time a procedure has been gradually perfected there that 
makes the British government more and more nearly what was 
conceived by our forefathers to be fundamental and to conform 
with ideals of popular sovereignty. Now the refusal to accept 
any substantial financial measures submitted and insisted on 
by the executive amounts to a recall of the executive and may 
operate as a recall of both executive and legislative. 

As has been said, the procedure developed in the leading 
constitutional governments other than in the United States 
was one which forced the executive as the constitutional head 
of the government to stand before the country as the one who 
must develop a definite business plan; and one which forced 
him as the operating head of the corporation to lay before par- 
liament the measures which he deemed necessary and expe- 
dient. As a condition to favorable action or a vote of confi- 
dence it also forced him to render an account of stewardship, 
to tell what had been done with supplies voted. To make re- 
sponsibility doubly sure it forced the executive not only to 
state what his plans were, what supplies would be needed and 
how revenue might be raised to meet the government's needs, 
but to formulate authorizations to spend and to raise money 
in the form of " bills " on which the legislature was to act. 
The last step was a restriction imposed by Parliament on itself, 
denying itself the right to increase any item, thereby putting 
the executive in the position where he must amend his proposed 
measure if the " opposition " seemed to make this desirable. 

How Control o-ver the Purse was Used Here to Develop Official 

Responsibility 
In America all of this would have been possible under our 
constitution. In fact, a reading of the constitution of the 

(i49) 



I jo REVISION OF THE STATE CONSTITUTION [Vol. V 

United States makes it clear that some such procedure was 
contemplated by the federal convention. 1 It is also quite as 
clearly worked out in many of our state charters. There 
can be no question about the intent ; i. e., no question about the 
power of the executive and the power of the legislative branch. 
The same principle is there but the procedure developed under 
these fundamental charters was one which gradually operated 
to defeat this principle. The procedure was not adapted to 
locating responsibility; it was not adapted to enforcing it 
through appeal to the electorate. Here not only has official 
responsibility not been enforced by the legislature through 
control over the purse, but the power of the legislature to con- 
trol the purse has been exercised to subvert the underlying 
purpose of our constitutions. Instead of developing a practice 
which would hold the executive to strict accountability, as head 
of the administration, through acts of appropriation and the 
riders attached, the legislature gradually maneuvered itself 
into the position of head of the administration and left to the 
executive practically nothing but his veto power over legis- 
lation. 

The reason for this is also quite plain. When we adopted 
our constitution the one great fear was that of executive power. 
The abuse of executive power was the thing that loomed large 
in the popular mind during the War of Independence. Since 
that time we have gone on in the thought that we must protect 

1 " To the President also has been given very definite responsibility. To the 
end that the Congress may effectively discharge its duties the article of the 
constitution dealing with legislative power provides that ' a regular statement 
and accounts of receipts and expenditures of all public moneys shall be pub- 
lished,' and the article dealing with the executive power requires the President 
' from time to time to give to Congress information on the state of the Union 
and to recommend to their consideration such measures as he shall deem nec- 
essary and expedient.' . . . Although the President, under the constitution, may 
submit to Congress each year a definite well-considered budget, with a mes- 
sage calling attention to the subjects of immediate importance, to do this with- 
out the cooperation of Congress in the repeal of laws which would be conflict- 
ing and in the enactment of laws which would place on the heads of depart- 
ments duties to be performed that would be in harmony with such procedure, 
would entail a large expenditure of public money and duplication of work." — 
Message of President Taft, June 27, 1912. 
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ourselves from the exercise of executive power. This, like 
most of our governmental practices, has grown out of a purely 
negative philosophy. Now we are beginning to long for some- 
thing positive and we find that our government is tied hand 
and foot 

The fact that the underlying principles and purposes of our 
constitutions had been subverted has been before us for thirty 
years, yet nothing has been done. In 1885 President Wilson, 
in his work on Congressional Government, said : 

We have been conscious . . . that there has been a vast alteration 
in conditions of government, that the checks and balances are no 
longer effective and that we are really living under a constitution es- 
sentially different from that which we have been so long worshiping 
as our own peculiar incomparable possession. . . . The noble charter 
of fundamental law given us by the convention of 1787 ... is now 
our form of government rather in name than in reality. 

What was also pointed to at that time and what the whole peo- 
ple have come to realize is this, that our real danger is not 
the exercise of power, but irresponsibility. To paraphrase 
President Wilson's conclusions in this respect : every phase 
and detail of administration is reduced to prescription of law 
by a legislature composed of hundreds of members, each of 
whom has his eye on a local constituency — men who have no 
responsibility to the state or nation as a whole, who have no 
responsibility for administrative acts or results. Public busi- 
ness that costs the country millions of dollars each year is con- 
ducted by an irresponsible bureaucracy, operating under the 
direction and control of irresponsible legislative committees. 
There can be only one result — irresponsible government. 

Five Propositions for the Consideration of the Constitutional 

Convention 
The purpose of this meeting is to raise questions for con- 
sideration by the constitutional convention. With respect 
to provisions that have to do with control over the public purse, 
two negative and four positive proposals are submitted, viz. : 

1. That while to the legislature of the state is given the 
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power to raise money and to make appropriations, the legis- 
lature is not and in the very nature of things cannot be ef- 
fective as a budget-making body. 

2. That the state " Board of Estimate " as at present legally 
constituted cannot be an effective budget-making body, that 
the preparation of an annual statement and a plan for financing 
future expenditures by such a body cannot do otherwise than 
defeat every constitutional purpose which a budget is to serve. 

3. That preparation and submission of a budget is essentially 
an executive function. 

4. That an executive cannot be effective as a budget-maker 
unless he is provided with a specialized " staff," which will 
have no responsibility for the execution of policies involving 
the expenditure of money. 

5. That an executive " staff " which prepares the budget 
should be responsible to the executive or head of the " line " 
of administrative authority ; and that the head of the " line " 
must be responsible to the electorate. 

6. That, with a view to enforcing responsibility on the exec- 
utive as well as on members of the legislature, the legislative 
branch should be so organized as to make the " opposition " 
effective — this in place of the present theory and practice of 
legislative organization, the purpose of which is to smother 
opposition. 

The Legislature not an Effective Budget-Making Body 
Frequently in this country the legislature is spoken of as the 
budget-making body. This is among the worst of our fallacies. 
Constitutionally, the legislature is and must remain the branch 
through which control over the purse is exercised. To this 
end it is necessary that the constitution shall retain the inhibi- 
tions that no money shall be raised or expended except pur- 
suant to its acts. But this is quite a different thing than mak- 
ing a budget. To confuse an act of appropriation with a bud- 
get is like confusing a resolution of a board of directors of a 
corporation with the annual report. 

As has been said, a budget to serve its constitutional purpose 
must have two essentials : it must serve as a report on the re- 
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suits of past management which carries a well-considered plan 
and financial program for the future ; and it must be prepared 
and submitted to the legislature by someone who can be held 
responsible to the body politic for its proposals. The legisla- 
ture cannot meet either of these requirements. The personnel of 
the legislature cannot report on the results of past manage- 
ment and be effective in the formulation of plans for future 
work because it is not in charge of the details of public busi- 
ness, and even if it could, its report and proposals could not 
serve the purpose of a budget. The underlying purpose of a 
budget is to force the executive to account for supplies prev- 
iously granted, and to lay before the legislature and the coun- 
try his plans before another grant is made. The only effective 
function that the legislature can perform is that of an agency 
of review and inquiry on the one hand, and of decision with 
respect to matters of policy on the other. When the legisla- 
ture itself undertakes to formulate plans for the administra- 
tion, the country is deprived of all the benefits of a budget. 
Even if the legislature were a small body, it would be in no 
better position to prepare and submit to itself or to the country 
a report and financial prospectus with recommendations than 
is a board of trustees of a private corporation which as a matter 
of business sense puts this responsibility on the chief execu- 
tive. Recognizing the impracticability of such action on its 
part, the board of trustees requires the president of the cor- 
poration to submit at the annual meeting a statement of affairs 
and a definite program for the approval of the board as a 
guide for action. 

Again, the personnel of the legislature cannot be held re- 
sponsible to the electorate for the plan and proposals sub- 
mitted. Each member represents a local or narrow interest. 
No member knows what is required to facilitate the business 
in hand. No member has before him the needs of the state 
as a whole. No member can be held to account for his acts to 
the state electorate as a whole, but even if he could, he is not 
in touch with the everyday needs of the government as they 
have developed in course of administration. It is in recogni- 
tion of the local and restricted interest and contact of each 
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member of the legislature that a political party united by some 
expression of principle, rather than the individual, has become 
the instrument for enforcing responsibility in acting on budget 
proposals and other legislative matters. 

The State "Board of Estimate" not Adapted to Budget- 
Making 

In 1 91 3 an act was passed establishing a state board of esti- 
mate. 1 The primary purpose of this board was to make a 
budget. The board is made up of the governor, lieutenant- 
governor, president pro tempore of the senate, chairman of 
the finance committee of the senate, speaker of the assembly, 
chairman of the ways and means committee of the as- 
sembly, controller, attorney -general, and commissioner of effi- 
ciency and economy — four members ex officio of the legisla- 
tive branch and five members ex officio of the executive and 
administrative branch of the government. 

The powers and duties of this board as defined by statute 
are as follows : 

1. To keep minutes of meetings which shall be open to pub- 
lic inspection. 

2. To prepare " estimates " of amounts required to be ap- 
propriated. 

3. To examine all requests for appropriations. 

4. To hold such public hearings as may be advantageous. 

5. To transmit its estimates to the legislature with such 
recommendations, reasons, and explanations as shall be deter- 
mined. 

6. To prescribe forms for the preparation of departmental 
estimates. 

7. To transmit the estimates of the department with its own 
estimates to the legislature. 

8. To afford heads of departments a reasonable opportunity 
for explanation and hearing. 

9. To make an estimate of all moneys required to be ap- 
propriated for the payment of interest and sinking funds. 

An Act to Establish a State Board of Estimate. — Laws of 1913, ch. 281. 
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10. To make an estimate of the revenues of the state ex- 
pected to be received during the next fiscal year and to make 
such recommendations with respect thereto as shall be deemed 
appropriate. 

1 1 . To ascertain and report the amounts of all unexpended 
balances of appropriations theretofore made and to make such 
recommendations to the legislature as shall be deemed ap- 
propriate for the disposition thereof. 

From the foregoing analysis it will be seen that the per- 
sonnel and the duties are partly executive and partly legisla- 
tive. Not only is the plan itself one which tends to confuse 
rather than to define responsibility, but the futility of such an 
agency for the purpose was shown the first year. The board 
was unable to agree; it failed to formulate definite proposals; 
it did not submit to the legislature a report. 

In this relation it is also to be noted that at the time this 
committee was created, there were two other agencies on which 
had been conferred powers similar in character, namely, the 
controller, and the commissioner of efficiency and economy. 
For example, the latter officer was given the following 
powers : 1 

1. To make a careful and thorough study of each office. 

2. To examine the accounts and methods of business ac- 
counting and administration of the several offices. 

3. To prescribe forms for the submission of departmental 
estimates. 

4. To examine such statements and to make such recom- 
mendations as in the opinion of the commissioner would con- 
tribute to promote efficiency and economy in the administra- 
tion of the state's business. 

Pursuant to the powers which were given to the commissioner 
of efficiency and economy and to the controller, each of them 
made a report to the legislature with recommendations bear- 
ing on next year's finances. However, the controller con- 
fined his attention largely to the discussion of proposals for 

1 An act to provide efficiency and economy in the public service and to create 
a department of efficiency and economy. — Laws of 1913, ch. 280. 
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raising revenues, and the commissioner of efficiency and econ- 
omy confined his report largely to recommendations with re- 
spect to the appropriations. 

Budget-Making Essentially an Executive Function 
Mention has already been made of the practical reason for 
having the executive or administrative branch of the govern- 
ment prepare and submit an annual statement of affairs, with 
proposals for the consideration of the legislature. There is 
another and still more vital reason for making the chief ex- 
ecutive the one to prepare and submit these proposals. This 
reason relates to the second essential of a budget, namely, 
that the budget-making officer should be one who may be held 
responsible to the electorate. The governor is the only offi- 
cer chosen by a state-wide constituency on whom this im- 
portant function may devolve. Various other officers have 
been required to perform this function for state government, 
but to little purpose. Even though other officers may be 
elected at large, they have little or no responsibility for the 
business to be reported and proposed. The governor is the 
head of the administration ; he can be made responsible only 
by requiring him to submit to the legislature a definite finan- 
cial plan or program, with recommendations as to what shall 
be undertaken by the state. But the requirement that the chief 
executive shall make and submit a budget is not all that is 
necessary to define responsibility. The proposals must stand 
on their own merits. If every member of the legislature is 
permitted to come in and tinker with the plan before adoption, 
all responsibility is destroyed. If it will not stand criticism, 
then the executive should be required to amend it so that it 
will still be his plan, and if the executive is not able or willing 
to submit a plan which will be approved, then some method 
must be provided for getting the issues before the electorate. 
This can be done in any one or several of these ways : ( i ) by 
giving to the executive the power to prorogue; (2) by giving 
to the legislature the power to call an election; (3) by a 
provision in the constitution authorizing the administration to 
run on the basis of previous appropriation until the next elec- 
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tion ; or (4) by giving to the electorate a right to recall the 
governor and the legislature. 

A Specialized Staff an Essential 
In nine states constitutional provision has been made 
requiring the governor " to present estimates, at the com- 
mencement of the session, to the legislature of the amount 
of money required to be raised by taxation for all state 
purposes." 1 These provisions, however, have failed in part 
at least to fulfil their purpose for lack of an effective staff 
agency by means of which the executive may inquire into 
working conditions, keep himself informed and formulate well- 
considered plans for the future. In fact, it may be said that 
government in this country has differed essentially from gov- 
ernments abroad, in that we have almost wholly disregarded 
the " staff " side of our political organization. 

As time goes on, as our public institutions have become 
more complex, executive officers have had an increasing load 
of responsibilities placed upon them by law with no added 
means provided for their discharge. The result is that from 
the first day of official life they have found that they were 
slaves to an official grind which left little or no opportunity 
for planning or for the consideration of plans. In public, as 
well as in private business, there has been an increasing need 
for the development of a " staff," an agency which will be 
free from the routine of administration, one which may devote 
itself to inquiry and to the preparation of plans; to the consid- 
eration of results; to the making of recommendations; and to 
advising with executive officers on matters that are before 
them for decision. 

The primary purpose of a budget is institutional planning. 
An institutional plan must necessarily be based on considera- 
tion of the details of work-plans. Each service to be per- 
formed, each improvement to be made, must be taken up with 
a view to determining what are the needs to be met and what 
are the requirements in order, to meet these needs. There 

1 Frederick J. Stimson, Federal and State Constitutions of the United States, 
pp. 242-3. 
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must be careful consideration of the wisdom or lack of wis- 
dom of proposals made by the various offices and departments. 
These are interested in the development of their own services. 
But, if responsibility is to be defined and enforced all plans 
should " clear " through the chief executive — the one who 
must stand or fall on his record. To become effective, there- 
fore, as a budget-maker, the chief executive must be provided 
with a specialized staff free from administrative burdens and 
responsibilities that it may approach consideration of executive 
policy and needs and the expenditure of public money objec- 
tively — a staff which is both adequate and competent inde- 
pendently to advise the chief executive on every matter of 
state business. 

The Budget-Making Staff Should be Responsible ta the 

Executive 

Accepting the budget as an executive document, there is the 
same reason for making the "staff" which prepares it an execu- 
tive agency, responsible to the governor. This is supported 
not only in reason, but in experience. In England, for ex- 
ample, the responsible head of the government is the Prime 
Minister. He usually chooses the portfolio of the treasury, 
because this is not a department of public service. Under the 
Prime Minister in the treasury is an executive officer corres- 
ponding roughly to our Secretary of the Treasury. The Chan- 
cellor of the Exchequer is himself largely detached from the 
various public-service departments and is in position independ- 
ently to review their action. But below him are various staff 
agencies which have been set aside for the specific purpose of 
auditing and reviewing the transactions of departments, pre- 
paring reports and formulating plans for financing the gov- 
ernment's needs. Although there are differences in organiza- 
tion for accomplishing the result, the same principle obtains 
in all European countries. It is a peculiar fact that although 
we have been developing staff agencies in this country in var- 
ious departmental service relations no staff agency has been 
developed around the work of planning the government's busi- 
ness as a whole, except the recently established staff agencies 
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of the board of estimate and apportionment of the city of New 
York and a few other cities ; and in various civil service com- 
missions, which later have had the negative purpose of stand- 
ing in the way of the exercise of executive power instead of 
being of service to the executive in the development of an 
efficient personnel. 

An Effective "Opposition" Necessary to Enforce Responsibility 
Reference has been made to the procedure in the House of 
Commons for giving the " opposition " a chance, especially in 
discussion of authorizations to the administration to raise and 
spend money. To this end departmental estimates are sub- 
mitted to Parliament long before the budget is sent in. Par- 
liament then decides what time will be given to the considera- 
tion of these estimates. After this has been fixed, the House 
regularly under its rules resolves itself into a committee of the 
whole to give the " opposition " an opportunity to ask ques- 
tions about the items requested. When submitted, the esti- 
mates have already been gone over by representatives of the 
majority. In other words, through caucus and committees the 
chief executive takes the steps necessary to find out what will 
be the attitude of the supporters of the administration. The 
chief executive and the country as well have the advantage of 
developing the " opposition " on the floor of the house. Con- 
trast this with our own method. Our whole legislative practice 
has developed on the principle of "gag rule." The purpose has 
been to smother the opposition, giving no opportunity for in- 
telligent criticism before measures are passed. The adminis- 
tration and the majority party, therefore, go ahead blindly 
until the next election when they wake up to find that they 
have been relegated to the political junk-heap; men who have 
tried to serve their constituency well have been given a vote of 
" lack of confidence," with no opportunity to adjust themselves 
and their policies to public opinion. The effect of our system 
is, therefore, not only to deprive the government of the benefit 
of criticism on the part of those who have opposing views, but 
to defeat all effort toward establishing responsible govern- 
ment. While we have developed more orderly methods, the 
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result is essentially the same as in Spanish American countries. 
The people are always in the attitude of wanting a change. 
They do not pass on issues which arise in the course of busi- 
ness with a view to enforcing responsibility; they follow a 
leader who promises well, then sit by and wait on the com- 
mittee on rumor till another candidate presents himself with 
new promises. Under such circumstances there can be no con- 
tinuity of policy ; and an irresponsible bureaucracy subservient 
to irresponsible legislative committees is the only thing that 
can survive. 

Recommended Changes in the Constitution 
Since the purpose of this meeting is to develop concrete, con- 
structive recommendations as well as discussion of constitu- 
tional principles I have the following to propose : 

I. That in the part of the constitution dealing with the ex- 
ecutive, it be required of him that he shall each year and not 
later than one week after the beginning of the regular legis- 
lative session submit departmental estimates with an appropria- 
tion bill in such form and with such conditions attached as 
shall be deemed desirable to promote the efficiency of the pub- 
lic service and the economy of expenditures; and that, not 
later than sixty days after the beginning of the regular session, 
he shall submit to the legislature a budget which shall con- 
tain a financial plan for the next fiscal year, supported by sum- 
mary statements setting forth (a) the actual and estimated reve- 
nues and expenditures for a period beginning not less than 
two years prior to the period to be financed; (b) the present 
assets, liabilities and surplus or deficit, and the estimated con- 
ditions as of the beginning and the end of the period to be 
financed; (c) the present condition of funds and the esti- 
mated condition of funds as of the beginning and end of the 
period to be financed; (d) such revenue bills as are deemed 
necessary to meet the financial needs and ratably and equitably 
to distribute the public charges; (e) such measures for borrow- 
ing and refunding the public debt as may be deemed ex- 
pedient; and (f) a message in support of the measures and 

explanatory of the proposals submitted. 
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2. That in the part of the constitution dealing with the legis- 
lature, the following provisions be made : That upon receiving 
the departmental estimate of expenditures with the appropria- 
tion bill the assembly shall resolve itself into a committee of the 
whole house not less than one day each week, at which time 
the governor and heads of departments may have the privi- 
lege of the floor to present the estimates submitted, to explain 
the appropriations requested, and to answer such questions as 
may be raised with respect to items or proposed conditions to 
be attached to items of the appropriation bill ; that upon receiv- 
ing the budget with any amendments which the governor may 
propose to the appropriation bill previously submitted and dis- 
cussed, the assembly may take such further time in discussion 
of items and conditions as may be determined, but no amend- 
ment shall be in order except an amendment to reduce, and no 
new subject or item may be appropriated for except by separ- 
ate bill which may be independently vetoed by the governor, 
whose veto shall be final ; that in case the legislature is unable 
to agree on the appropriation bill as submitted by the gover- 
nor, or as reduced by the assembly, the several established de- 
partments, bureaus and offices shall be authorized to expend 
the same amounts and under the same conditions as were 
previously authorized; that all appropriations for the legis- 
lature, and all appropriations for the courts and for officers 
not under the jurisdiction of the governor, shall originate in 
separate bills, which shall be subject to the veto of the gover- 
nor as other legislation, and the legislature and the courts and 
other officers not under the jurisdiction of the governor shall 
be required to submit to the governor their estimates within 
one week after the regular session begins. 

3. That an office and department of auditor-general be cre- 
ated, the head of which shall be elected from the state at large, 
and in this part of the constitution it be made the duty of the 
auditor-general to audit revenues and expenditures and the 
receipts and disbursements as well as the property and other 
accounts and reports of the treasurer, and of each of the de- 
partments, bureaus and offices ; the powers of the auditor-gen- 
eral to be confined entirely to the function of independent 
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audit and report, such reports to be made to the legislature and 
printed for public distribution. 

4. That in the new constitution provision be made for the 
establishment of a bureau of executive control under the gov- 
ernor, at the head of which would be a comptroller who 
would be appointed by the governor and under whom would 
be organized the following divisions : 

1. A division of legal advice on matters of administration. 

2. A division of planning and standardization, the pur- 
pose of which would be: to prepare constructive recommen- 
dations to the governor; to review and advise the governor 
with respect to the laws of the departments; to review and 
recommend action on allotments; to promulgate procedures 
governing the methods of transacting public business, in so 
far as these may not be delegated by the governors to the 
departments; to develop unit standard specifications and 
standards for judgment of the efficiency and economy of the 
administration ; and to promulgate methods of accounting and 
reporting. 

3. A division for the compilation of reports and statistics, 
one of the functions of which would be to cooperate with the 
division of planning and standardization in the preparation of 
the annual budget. 

4. A bookkeeping division, the duties of which would be 
to keep central and controlling accounts of the government, 
and to prepare current reports therefrom, in accordance with 
standards promulgated. 

5. A division of inspection, the purpose of which would be 
to inspect independently and to prepare reports for the con- 
troller to the governor on work and methods of the several de- 
partments, bureaus and offices for which he is responsible. 
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ILLUSTRATIONS OF BUDGET SUMMARIES ADAPTED TO SUB- 
MISSION BY THE EXECUTIVE TO THE LEGISLATIVE 
BRANCH OF THE GOVERNMENT 

Exhibit I. Summary showing " financial plan" for the next 
fiscal period. 

Exhibit 2. "Balance Sheet" — showing actual and estimated 
current assets, liabilities and reserves of the 
government as a body corporate. 

Exhibit 3. " Operation Account" — actual and estimated reve- 
nues and expenditures. 

Exhibit 4. "Surplus Account" — an analysis of actual and 
estimated net charges in the relation of assets 
and liabilities. 

Exhibit 5. "Receipts" — actual and estimated, available for 
the general fund. 

Exhibit 6. " Fund Statement" — showing the actual and esti- 
mated condition of funds. 

Exhibit 7. "Expenditures" — actual and estimated by organ- 
ization units under the jurisdiction of the 
mayor. 

Exhibit 8. " Expenditures "- — actual and estimated by organ- 
ization units not under the mayor. 

Exhibit 9. " Public Service Program " — expenditures actual 
and estimated, classified by functions or 
activities. 

Exhibit 10. "Contracting and Purchasing Requirements" — 
actual and estimated expenditures classified to 
show amounts of things bought or to be 
bought and contractual obligations made or to 
be made ; also recapitulation of character of 
use. 
(A further Exhibit, "Public Improvement Program" was 

not prepared. This, however, should be made a part of a 

budget.) 
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EXHIBIT 3 
"Operation Account" Actual and Estimated Revenues and Expenditures 



Revenues Accrued 


January 1 to 

September 30, 

1914 

(actual) 


October 1 to 

December 31, 

1914 

(estimated) 


January 1 to 
December 31, 

1914 

(actual and 
estimated) 


January 1 to 
December 31, 

1915 
(estimated) 




$11,988,228.92 
3,210,205.18 

1,827,426.01 
6,528,114.32 


)f3,98S,992-33 
1,061,600.08 

688,449.37 
1,609,981.32 


$15,974,221.25 
4,271,805.26 

2,515,875.38 
8,138,095.64 


$16,172,584.16 
4,100,000.00 


Personal Property 




9,555,785-3i 


Total Revenues 

Excess of Expenses 
over Revenues. - . 


#23,553,97443 


$7,346,023.10 


$30,899,997.53 


$32,108,369.47 
3,893,467.74 




#23,553,97443 


$7,346,023.10 


#30,899,997-53 


$36,001,837.21 





Expenses incurred and 
Payment of Debt 



Administration . 

Operation 

Maintenance. . . 
Debt Service . . . 
Other Expenses 



Total Expenses and 
Payment of Debt - - 
Excess of Revenues 
over Expenses .... 



Total. 



January I to j October I to 
September 30, December 31, 
1914 j 1914 

(actual) ' (estimated) 



$ 2,548,843.12 

i3> 22 9,527-84 

1,203,053.46 

5,637,818.72 

716,540.98 



#23,335,784-12 



# 549,614-37 
2,263,342.81 

840,727.79 
3,176,983.15 

238,847.00 



January 1 to 

December 31 

1914 

(actual and 

estimated) 



January 1 to 
December 31, 

1913 
(estimated) 



# 3,59845749 # 2,489,818.50 

16,092,870.65 19,090,976.96 

2,714,565.34! 4,391,291.04 

7,044,017.78) 8,865,313.51 

95S,387-98| 1,164,437.20 



$7,069,515.12 



218,190.31 276,507.98 



$30,405,299.24 $36,001,837.21 
494,698.29 — 



#23,553>97443; #7,346,023.10 ,$30,899,997.53 $36,001,837.21 
(1677 
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EXHIBIT 4 

'Surplus Account" and Analysis of Actual and Estimated net Changes 
in the Relation of Assets and Liabilities 



Surplus at Beginning of Period 
(see General Account Bal-j 

ance Sheet) i#5>459>75'-35 

Credits to Surplus : 

Excess of Revenues over 

Expenses (as above) .... 
Cash transferred to General 

Account from P. R. T. 

Street Repair Account . . 
Cash transferred to General 

Account from S. P. C. A. 

Account 

Cash transferred to General 

Account from Capital Ac- 
count ($3, 160,006 — 1914) 

Loan 

Cash received from Receiv- 
er of Tradesmen's Trust 

Company 

Additions to Delinquent 

Taxes 

Additions to Delinquent 

Water Rents 

Additions to Delinquent 

State Taxes 

Additions to Inventory of: 

Postage on Hand j 

Estimated Advances from 

the Capital Account, 1915 



218,190.3 
234,131.72 
4,360.00 

175,000.00 

24,570.00 
1. 16 

914-75 

251,071.72 

2,990.38 



$276,507.98 



.29 
228.69 



#5.459.75«-35 

494,698.29 

234,131.72 

4,360.00 

175,000.00 

24,570.00 

i-45 

1, 1 43-44 

251,071.72 

2,990.38 



$6,586,830.04 



Total $6,370,981.39 $276,736.96 $6,647,718.35 



25,000.00 

24,937-52 

11,031.23 

145.21 

2,500,000.00 



$9,147,944.00 



Charges Against Surplus : | 
Excess of Expenses over 

Revenues (see above) . . . 
Allowances and Reductions 

of Delinquent Taxes \$ 

Allowances and Reductions 

of Delinquent Water Rents, 
Allowances and Reductions 

of Delinquent State Taxesj 
Invoices of 1913 Audited in' 

1914 in excess of amount, 

reported by Departments 

as of December 31, I913 1 



Surplus Carried to General Ac- 
count at end of Period . . 









$3,893,467.74 


8,548.20 


$ 2,137.05 


$ 10,685.25 


44424.84 


24,167.85 


5,041.96 


29,209.81 


29,57' -3° 


62.60 


1,015.65 


1,078.25 


171,636.06 


19,915.00 




19,915.00 


20,000.00 



Total Debits.. 



6,318,287.74 268,542.30 6,586,880.04 4,988,844.06 



5,370,981.39 $276,736.96 $6,647,718.35 $9,147,944.00 
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EXHIBIT 6. — " Fund Statement " — Showing 

General 



Debit Balances. 


January i, 

I9'4 
(Actual). 


September 30, 

1914 

(Actual). 


December 31, 

1914 
(Estimated). 


December 31, 

1915 
(Estimated). 


Appropriation Accounts ("Estimated 
Receipts and Net Assets) : 

City Controller's Estimated Re- 


#31,015,204.22 
*2,330,640.86 


t#3.445> 8 98.32 
*8,534,29i.59 


♦te686.961.29 




Unapplied (Net Cash) Balance . .. 


♦#1,273,487.45 




#33>345>845-°8 


111,980,189.91 


$2,686,961.29 


#1,273,487.45 



* See " Surplus — Cash over immediate Demands for Cash " — General Account Balance Sheet, 
t Balance of the City Controller's Estimated Receipts for 1914 yet to be collected. 



Loan 



Loans Unissued and Net Assets : 

Loans Authorized and Unissued . . 
Unapplied (Net Cash) Balance . . . 



$13,150,000.00 
* 10,01 2,329.40 



$6,210,000.00 
*7,864,44i.52 



Total Debit Balances $23,162,329.40 $14,074,441.52 $23,043,712.69 $23,145,274.37 



816,785,000.00 
♦6,258,712.69 



$16,285,000.00 
*6,86o,274.37 



* See " Surplus — Cash over immediate Demands for Cash " — Capital Account Balance Sheet. 



Park 





*#9,938-37 


♦$12,077.75 


♦#12,275.48 


♦$12,885.68 


Total Debit Balances 


39.938-37 


#12,077.75 


$12,275.48 


$12,885.68 



* See " Surplus — Cash over immediate Demands for Cash " — Feeble-Minded Building Account. 
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Actual and Estimated Condition of Funds. 
Fund. 



Credit Balances. 


January 1, 

1914 
(Actual). 


September 30, 

1914 

(Actual). 


December 31, 

1914 
(Estimated). 


December 31, 

1915 
(Estimated). 


Appropriation accounts (Unexpended 
Balances) : 
Unencumbered Balance of Appro- 


$3h 166,577.18 
493,162.29 

1,511,105.61 
175,000.00 


$9,220,129.60 
2,532,201.00 

227,859.31 


$689,924.90 
501,468.44 

1495,567.95 


$530,076.20 
584,594.80 

158,816.45 


Unappropriated Balances : 
Funds Available for Appropriation. 




$33>345>845-o8 


$11,980,189.91 


$2,686,961.29 


$1,273,487.45 



Funas. 



Appropriation accounts (Unexpended 
Balances) : 
Unencumbered Balance of Appro- 
priations 

Reserve for Contracts 

Unappropriated Balances: 

Funds Available for Appropriation. 

Reserve for Mandamuses 

Reserve for Loans Authorized and 
Unissued 



$6,166,679.48 
3.554,945-21 

290,692.65 
12.06 

13,150,000.00 



Total Credit Balances $23,162,329.40 



$10,564,133.44 
3,501,187.24 

9,120.84 



$14,074441.52 



#i8.333,859-68 
4.7O9,853-0i 



823,043,712.69 



$i7.5°o.3 6 9-i7 
5,644,905.20 



$23,145,274.37 



Funa. 



Unencumbered Balance of Appropri- 
ations 

Funds Available for Appropriation . . 



Total Credit Balances 



$2,034.93 
7.903-44 



89.938.37 



$7,164.52 
4.9I3-23 



$12,077.75 



$4,358.26 
7,917.22 



$12,275.48 



$4,368.88 
8,516.80 



$12,885.68 
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